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OBJETIVE OF THE PRESENTATION H %5

Evaluate the performance of ten pension systems with individual accounts in Latin America
1980-2020, based on five key ILO social security principles:

REE PR TAR (1L0) ABREHSRERN, TF{£51980-20205F 1 T £ iM10E A
A FAFZEFENEITRI. RUWAT:

Coverage of the labor force and elderly population s A OFMEZFEAOPNBEXR
Social solidarity and gender equity #t < H 25 #0114 51 £ 2

Benefit sufficiency 1B 7& & M4

Efficient administration and reasonable managerial costs (competition)
SNEEMGENEERAR (FF)

5. Financial and actuarial sustainability I & F1¥5 & o #3548
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PENSION STRUCTURAL REFORMS (PRIVATIZATION) IN LATIN AMERICA

RTEMFEZEEEWHE (RAFH)

In1980-2008, 11 countries shifted totally or partially from: defined benefit, pay-as-you-go (PAYG) and public
administration (“public”) to defined contribution, fully-funded individual accounts and private administration
(“private”):

1980-2008%F, 114ERMFFEHERIEIRA HIi U RS RN RIS AR ERELREHD AR,
EEANAREAREIE (AK) SHABIRAOUEEE (RE)

Countries

Ex

Chile %] 1981 Substitutive % Substitutive (2008) # 1L
1993 Parallel 747 In process 4T
1994 Mixed SB & Public (2008) A3k
1994 Parallel 747 In process AT
1996 Mixed & & Mixed V& &
1997 Substitutive X Mixed (2008) V& &
1997 Substitutive 54t Mixed (2020) J&&
1998 Substitutive 4% Mixed (2017) J& &
2001 Mixed SE4& Mixed 78 &

Dominican R. ZX B NEFE 2003 Substitutive Z4¢ Substitutive 1t
2008 Mixed SE4& Mixed & &

Year of
implementation

SEHESE B

Model of structural
reform

SRR

Re-reforms

LGS




PENSION STRUCTURAL REFORMS (PRIVATIZATION) IN LATIN AMERICA

NTEMFEZEEWNE (RAFL)

* Due to the flaws of the private systems (to be analyzed herein) “re-reforms” were implemented:
HTHEGEFERE (L TX01T) S BsE:

* Argentina closed its private system and transformed it into public;
FIREX AL EF EIFFHE A A RFE

* Bolivia, El Salvador and Mexico moved to mixed systems
WHHET . FREZNERFTLMESTRGE

* Chile maintained the substitutive system but introduced a public, PAYG, state-financed component (close to mixed);
BRRE7TEREE, EsIN—IHERFNFZAXEENRBILGFTY (BEREE)

* D. Republic has not had a re-reform and maintain substitutive
ZREMEMEZESRHFATHNEIFREBREE

* Costa Rica, Panama and Uruguay maintained their mixed systems.
SHERARM. BEEDMBNERITFESRGE

* Colombia and Peru are in the process of reforming their parallel systems

EHMELL W AR E B Rl EX & BN I TH EHTHE



Promises and Results of Pension Privatization in Latin America: 1980-2000

AT RMFESRTHRIRIEMESR : 1980-2000

1) Coverage: 2B & X

Promise: The contributive coverage of the labor force will increase; no mention of non-contributive pensions

i TARNFTHAONFFREFZSEBE, FHREFZEREL.

Results: Z53R
* Coverage of the labor force decreased in all countries after the reform: average down from 38% to 26%.
NER, FIBEERNFNIADBERIYTRE, FIHIM38%FEE26%,

* Later, coverage grew but in the 5 less developed countries it covers from 21% to 38% (less than ILO minimum of 50%) and
very difficult to extend it (informal sector)

BRBEREM, ESMEANRELERNBERM21%IEE38% (RT50%MILORIRIRAE) BXEMEEY X (3F
IEREBIT) o

* Coverage of the elderly population: grew in all countries, mainly due to non-contributory pensions financed by the state.

TFEAOBRR FEERDEM, ITESETIXERAMNEFEHEEFESITL.



Promises and Results of Pension Privatization in Latin America: 1980-2000

AT RMFESRTHRIRIEMESR : 1980-2000

2) Social solidarity and gender equity: #t+< B4 F14 5 2
Promises: None T/ 1%

Results: Z5 &

* Social solidarity improved in most systems but due to state policies such as non-contributory pensions, fiscal subsidies to
low contributive pensions and inclusion policies.

REZFHENHSAEGEIRS, BRETETESRT —RIIERBK, FOEHZEAZEITR. @RKFEHHE
BxZeRHEVEBRE, MABEMBUR.

* The private system accentuates gender inequalities in addition of those derived from the labor market (mortality tables
differentiated by sex)

BRT FEINATHHRNAFEFZI, RAFESHEEME T H3AFF U DHFETER)



3) Benefit sufficiency B &£ 2
Promise: The pension level will be adequate (RR “70% of the last salary” José Pinera)

Ain REZENFEZES (BRRKE"BRAFTIEMNTON, NGNS REEIIHE Y- KER)

Results: Z£ 5

IADB 2015: the average RR in the private system is 39.8% and in the public system 64.7% (ILO minimum RR 45%).
ZEFXREFEFT (2015) @ RAFEESHERFENRE 139.8%, AHHEH64.7% (ILOREHRIEENREK H45%)

The RR in 5 private systems is lower than the 45% and the majority of insured will only get the balance in the individual account

SMERMAFESFENBERRRTI5%, BREZHESFEANEARDAK A RHESR,



4) Efficient administration and reasonable administrative costs: SN EEMSIEHEEM A

Promises: competition in the private system will reduce administrative costs

i MAFEEHEHFROZTFRBEMREENAR

Results: ZE 8

Competition has not functioned in most private systems: K ZEMAFEZLSHER, =FEFLEER

The number of administrators has decreased significantly and concentration in the major two has grown

RETEENHERTELD, EFEEMN STFERIIENS

The percentage of affiliates that annually changes administrators has shrunk sharply; in 5 systems is between 0 and 1%.
SEEHEBHNSRALEABIRD, A EROBES, LEE0-1%.

The administrative cost is high and usually sustained; discounts take from 23% and 30% of the deposit in 5 countries thus reducing the future
pension

BEERABEKNEREFRSKE, SPOERMEIRLEEN23%-30%, REKITFMIFZESELLRD .
Profit as percentage of the net patrimony fluctuates from 20% and 48% in 4 systems and from 12% and 16% in other 4

AN E KR PR SR RN E DL E20%-48% 2 [EKE), ERIMANERGIE P RURENENH12%-16%.



5) Financial-actuarial sustainability: W} 55- ¥ & ol 355

Promises: 7K 1&
* Ownership of the individual account and private administration will motivate the insured to pay their contributions;

DA RN E BTG A RS IRA LT
* the pension capital will increase significantly;

FETRAR BEEN

* the investment portfolio will diversify (away from govertment debt) and most investment will be in national stocks; and
ZARAAE (ZEBUFRS)  ABORABUERBENEAFE

* there will be high capital returns.

Hu R SSMHRAROHKR



5) Financial-actuarial sustainability: It &-$& & o] 55

Results: Z£ &

* The percentage of affiliates that contributes has drastically declined in 8 systems (as much as 42 p.p.)
SNMERFIEFHESRANLLFZETE (RIS EN2IETR)

* The accumulated capital in the pension fund has growth notably and also as a percentage of GDP (81% in Chile).
FREEESTNRETAAEEMIFERRNE>SE (GDP) FH—ELLAE (FFA481%)

* The investment portfolio is heavily concentrated in government debt, bank deposits and foreign instruments; nothing or
very little is in national stocks

RAAETEEREBFGRS . RITFRMEINES, KBS ERKEERRE,

» Gross real capital returns from the introduction of the private system to 1999 were high, during the 2007-08 crisis, did
not recover the pre-crisis level in the majority in 2009-19, and decreased again in 2020-2021 (-17% in Chile)

MIHEIETTRAAFZ S H ER|1999F 1], LRRERARRIRKERS; £i132007-08FZ5% B, 2009-19F 6 K
B H ERKEZEYRIKF, 20202021 FFRTER (BH-17%)

* Theinsured bear all the financial risk and the administrators virtually none

SIRNFKIEFTENM SN, #EZEEETILFARBNEE,



CONCLUSIONS Z5if

The evaluation of performance in the ten private systems led to the following results:

MNHPTERBAFESRENBTRAMEEEUATEL:

1) Coverage: Promises not fulfilled
BEE: KiaARLIN

* EAP: declined in all countries after the reform.
KZFERAO: WER, THIAOBEREREERY TR

* It grew later but in the 5 least developed countries covers only from 21% to 38%, and it’s very difficult to
expand it due to informality and the incapacity of the system to adapt to such obstacle

LEBEREM, ESMENRLAERNBERMN21%EESS%, HETIFENBIUERRITEE
RIXAPRELT, BRI INAREY K

* Elderly: increased in all countries, mainly due to the extension of non-contributory pensions financed by
the state

ZFEAOBER FAExYEN, TESETREXBINERFEFES .



CONCLUSIONS Z5if

2) Social solidarity and gender equity: There were no promises

HLBAEMMERFF: TRE

 Social solidarity improved but due to state policies such as non-contributory pensions, state contributions to
improve low pensions and inclusion measures

REHHENMSALG SRS, BEREETIR / —RIERBK, FlniEFHREFZSIT. @
KRR FZSRMBMBAE, MERBEMREK.

* Gender equity light increase in coverage of female EAP, more among elderly women; private system
aggravates gender inequity

MAFFELMEFERAOZNBEEETREMGN, E2FXUPES, RAFZEHEINE T M7

APE

3) Benefit sufficiency: Promises not fulfilled
FBEFTEEM: KIEARLIN

* Average RR in the private system is 39.8%; in 5 countries RR is lower than minimum of 45% set by the ILO
and most insured won’t received a pension

HANFESTH ERTYBEREH39.8%;, EEAPNERETFILORENREERZKIS%, BEZESHRAL
ETWFES



4) Efficient administration and reasonable managerial costs: Promises not fulfilled

BN EENAENEERA: KL T

Contrary to the promises, competition has not function in most countries:

5FEHER, RFERSHER T REEM

* The number of administrators has declined substantially and concentration in the bigger 2 has grown or
stagnated (duopoly in El Salvador)

FREEEEARERBRLD, WOTENWNEREIBMSET (/R 2RI L ZEH)
* The annual percentage of affiliates that change AFP shows a declining trend and in 5 countries oscillates from 0 to 1%
SEERTHEESNSRALES TRESE, E5 ER, 0-1%.

* Administrative cost is high and usually sustained, discounts take from 23% to 30% of the deposit in 5 countries, reducing
the future pension

EEAABEE KN ERFREKE, SPERNEIRAMEEN23%-30%, RKTIMAFEERFLELRED .

 Profit as a percentage of the net patrimony fluctuates from 20% to 47% in 4 countries and from 12% to 16% in another 4

AN E R H EPIE SRR TE D E20%-47% 2 BKE, £ RIMADERF EPRUIRENRN12%-16%.



5) Financial and actuarial sustainability: 455145 & o] 545

Only one promise has been fulfilled: a substantial increase in the fund capital; significant power of the AFPs

RAWT —PxiE: KEENEEALN, FEESEETNBRANE

* The proportion of affiliates that contributes has drastically fallen in 7 countries and stagnated in one
HEARLBIE 7 NERIE TR, &1 ERETAR

* The portfolio continues concentrated in state debt, foreign instruments and bank deposits, cero o little is
invested in national stocks

BRAAEEEEPAEBNRS . RITEFXMEINES, KEIRNEAINERKRERE.

* Gross real capital return of investment since the inception of the system until 1999 was high, diminished in
the 2007-08 crisis, did not recover the pre-crisis level in most countries in 2009-19, fell in 2020

MITIRHEITRAFTZE S HIRE1999F 8], KPrERAERKFRE, ££2007-08F 25 BALH T,
2009-19F 8] Z B E s AR R E 2 BRI ZKFE, 20208 F2K Tk

* Risk is only borne by the insured, not by the AFP
FRERBEHSHRAKRE mMEFREESEER



